NCA 
VOC FOR I10P/FN 


BACKGROUNDER NO. 5-5756 APRIL 24, 1978 
JOSEPH SULLIVAN 


OIL: PROBLEMS IN AFRICA'S 'MINI-OPEC' 
ANNCR: 

AFRICA'S THREE OIL EXPORTING NATIONS -- ALGERIA, LIBYA AND 
NIGERIA -- ARE HAVING A PARTICULARLY DIFFICULT TIME SELLING 
THEIR OIL DURING THE CURRENT GLUT OF CRUDE PETROLEUM ON THE 
WORLD MARKET, VOA'S JOSEPH SULLIVAN EXPLAINS WHY IN THIS 
BACKGROUND REPORT, 

VOICE: 

WITH WORLD OIL SUPPLIES CURRENTLY EXCEEDING DEMAND, SOME 
PRODUCERS ARE FINDING IT MUCH MORE OIFFICULT TO SELL THEIR 
CRUDE OIL THAN ARE OTHERS. HARDEST HIT ARE THE PRODUCERS OF 
LIGHT, LOW-SULFUR OILS, WHICH INCLUDE ALGERIA, LIBYA AND NIGERIA, 
WITH THEIR CHIEF MARKETS IN WESTERN EUROPE AND THE UNITED 
STATES, THESE THREE AFRICAN OIL EXPORTERS ARE IN HEAD-ON 
COMPETITION WITH THE NEW OILFIELDS IN THE NORTH SEA. 

AFRICAN OIL PRODUCTION AND SALES GREW RAPIDLY DURING THE 
1960'S, NOT ONLY IS AFRICAN OIL CLOSER TO EUROPEAN AND AMERICAN 
MARKETS THAN IS THAT OF THE PERSIAN GULF, BUT IT IS ALSO LIGHTER 
AND CONTAINS LESS SULFUR THAN MOST PERSIAN GULF OIL. THE LIGHT 
QUALITY MEANS IT HAS HIGHER REFINERY YIELDS OF SUCH PRODUCTS 
AS GASOLINE. AND ITS LOWER SULFUR CONTENT IS ATTRACTIVE AT A 
TIME OF GROWING CONCERN ABOUT AIR POLLUTION. 

BUT NORTH SEA CRUDE OIL HAS PROPERTIES VERY SIMILAR TO THOSE 
OF AFRICAN OIL, AND REFINERIES IN EUROPE AND THE UNITED STATES 
HAVE BEGUN TAKING OIL FROM THE NEW FIELDS IN THE NORTH SEA. 

ALL EVIDENCE INDICATES THAT AS NORTH SEA PRODUCTION GROWS, IT 


WILL DISPLACE, BARREL-FOR-BARREL, AFRICAN CRUDE OIL. INDEED, 
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COMBINED OIL EXPORTS BY ALGERIA, LIBYA AND NIGERIA DROPPED BY 
MORE THAN EIGHT PERCENT IN 1977, DESPITE AN INCREASE IN OIL 
CONSUMPTION OF TWO POINT FIVE PERCENT BY THE WESTERN NATIONS. 
NIGERIA -- AFRICA'S LARGEST OIL PRODUCER BY FAR -~ HAS REDUCED 
DAILY PRODUCTION OVER THE PAST YEAR BY AS8OUT FOUR HUNDRED MILLION 
BARRELS A DAY. 

THE MARKET FOR LIGHT, LOW-SULFUR OIL IS EXPERIENCING 
COMPETITION PRESSURES THAT HAVE BEEN A8SENT FROM THE WORLD 
SCENE FOR SEVERAL YEARS. AND THIS COMPETITION HAS ALREADY 
INDUCED SUBSTANTIAL PRICE CUTTING. NIGERIAN LIGHT CRUDE OILS, 
FOR INSTANCE, WHICH WERE SELLING FOR FOURTEEN DOLLARS SIXTY~ 
THREE CENTS A BARREL LAST SUMMER ARE NOW SELLING FOR THIRTEEN 
DOLLARS SEVENTY-THREE CENTS ~- ALMOST ONE DOLLAR LESS. NORTH 
SEA PRODUCERS HAVE RESPONDED TO THIS PRICE CUTTING WITH THEIR 
OWN REDUCTIONS, WHICH HAVE AVERAGED ABOUT FIFTEEN CENTS A 
BARREL. 

PETROLEUM EXPERTS PREDICT THAT GROWING NORTH SEA OIL SALES 
WILL FURTHER CUT INTO AFRICAN OIL EXPORTS AND INTO THE PRICE 
PREMIUMS THAT THE AFRICAN PRODUCERS HAVE HERETOFORE COMMANDED 
FOR THEIR OIL. THEY ALSO PREDICT THAT, AS PRICES ARE ADJUSTED 
DOWNWARD BETWEEN NORTH SEA AND AFRICAN PRODUCERS, RIPPLES WILL 
BE FELT IN THE PERSIAN GULF, RESULTING IN SOME PRICE CUTS AND 
PRODUCTION RESTRICITONS IN THAT REGION AS WELL. 
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